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HOUSE BI LL 2011

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Schual -Berke, Canmpbell, Cody, Mrrell, Benson,
Edwar ds and Chase

Read first tine 02/19/2003. Referred to Commttee on Health Care.

AN ACT Relating to state agency contracts wth pharnmaceutical
benefit managenent conpanies; anending RCW 41.05.011; adding a new
section to chapter 41.05 RCW and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds that pharmaceutica
benefit mnanagenent conpanies can provide valuable services to state
purchased health care prograns that include coverage of prescription
drugs. The legislature further finds that it is in the best interests
of the state to maximze potential savings associated with these
contracts by obtaining full disclosure frompharmacy benefit managenent
conpanies regarding their business relationships with pharmaceutica

manufacturers. It is the intent of the | egislature to provide for ful
di scl osure of any renuneration received by pharnmacy benefits nmanagenent
conpani es from pharnaceuti cal manuf acturers rel ated to t he

adm ni stration of state purchased health care prograns.

Sec. 2. RCW 41. 05. 011 and 2001 ¢ 165 s 2 are each anended to read
as foll ows:
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Unl ess the context clearly requires otherwi se, the definitions in
this section shall apply throughout this chapter.

(1) "Adm nistrator"” nmeans the adm nistrator of the authority.

(2) "State purchased health care" or "health care" neans nedica
and health care, pharnmaceuticals, and nedical equipnment purchased with
state and federal funds by the departnent of social and health
services, the departnent of health, the basic health plan, the state
health care authority, the departnent of |abor and industries, the
departnment of corrections, the departnment of veterans affairs, and
| ocal school districts.

(3) "Authority" neans the WAshington state health care authority.

(4) "Insuring entity" means an insurer as defined in chapter 48.01
RCW a health care service contractor as defined in chapter 48.44 RCW
or a health mai ntenance organi zation as defined in chapter 48.46 RCW

(5 "Flexible benefit plan" neans a benefit plan that allows
enpl oyees to choose the |level of health care coverage provided and the
anount of enpl oyee contributions fromanong a range of choices offered
by the authority.

(6) "Enployee" includes all full-time and career seasonal enpl oyees
of the state, whether or not covered by civil service; elected and
appointed officials of the executive branch of governnent, including
full-time nenbers of boards, conm ssions, or commttees; and includes
any or all part-tinme and tenporary enployees under the ternms and
condi tions established under this chapter by the authority; justices of
the suprene court and judges of the court of appeals and the superior
courts; and nmenbers of the state legislature or of the legislative
authority of any county, city, or town who are elected to office after
February 20, 1970. " Enpl oyee" al so includes: (a) Enployees of a
county, municipality, or other political subdivision of the state if
the legislative authority of the county, nmunicipality, or other
political subdivision of the state seeks and receives the approval of
the authority to provide any of its insurance prograns by contract with
the authority, as provided in RCW41.04. 205; (b) enpl oyees of enpl oyee
organi zations representing state civil service enpl oyees, at the option
of each such enployee organization, and, effective Cctober 1, 1995,
enpl oyees of enpl oyee organi zations currently pooled with enpl oyees of
school districts for the purpose of purchasing insurance benefits, at
the option of each such enpl oyee organi zation; and (c) enployees of a
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school district if the authority agrees to provide any of the schoo
districts' insurance prograns by contract with the authority as
provi ded i n RCW 28A. 400. 350.

(7) "Board" nmeans the public enployees' benefits board established
under RCW 41. 05. 055.

(8) "Retired or disabled school enployee" neans:

(a) Persons who separated fromenploynment with a school district or
educational service district and are receiving a retirenent allowance
under chapter 41.32 or 41.40 RCWas of Septenber 30, 1993;

(b) Persons who separate fromenploynment with a school district or
educational service district on or after GCctober 1, 1993, and
i mredi ately wupon separation receive a retirenment allowance under
chapter 41.32, 41.35, or 41.40 RCW

(c) Persons who separate fromenploynment with a school district or
educational service district due to a total and permanent disability,
and are eligible to receive a deferred retirenment allowance under
chapter 41.32, 41.35, or 41.40 RCW

(9) "Benefits contribution plan" nmeans a premumonly contribution
plan, a nedical flexible spending arrangenent, or a cafeteria plan
whereby state and public enployees nay agree to a contribution to
benefit costs which will allow the enployee to participate in benefits
offered pursuant to 26 U S C. Sec. 125 or other sections of the
i nternal revenue code.

(10) "Salary" neans a state enployee's nonthly salary or wages.

(11) "Participant” nmeans an individual who fulfills the eligibility
and enrol Il nent requirenments under the benefits contribution plan.

(12) "Plan year" neans the tinme period established by the
authority.

(13) "Separated enployees"™ neans persons who separate from
enpl oynent with an enpl oyer as defined in:

(a) RCW41.32.010(11) on or after July 1, 1996; or

(b) RCW41.35.010 on or after Septenber 1, 2000; or

(c) RCW41.40.010 on or after March 1, 2002;
and who are at least age fifty-five and have at |east ten years of
service under the teachers' retirenent systemplan 3 as defined in RCW
41. 32.010(40), the Washi ngton school enpl oyees' retirenment system plan
3 as defined in RCW 41.35.010, or the public enployees' retirenent
system plan 3 as defined in RCW41. 40. 010.
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(14) "Emergency service personnel killed in the |ine of duty" neans
| aw enforcenent officers and fire fighters as defined in RCW41. 26. 030,
and reserve officers and fire fighters as defined in RCW41.24.010 who
die as a result of injuries sustained in the course of enploynent as
determ ned consistent with Title 51 RCWby the departnent of |abor and
i ndustri es.

(15) "Pharnmacy benefit nmanagenent conpany”" neans an entity that
adm nisters or manages prescription drug coverage for one or nore
health services purchasers, such as enployers, health carriers, |abor
organi zati ons, or governnental entities, by providing prescription drug
services that may include, but are not |limted to, clains processing,
devel opnent of pharnacy provider networks, negotiation of discounts or
rebates from pharmaceutical manufacturers, formulary devel opnent, and
prescription drug utilization review

(16) "Pharnaceutical manufacturer” neans any entity that is engaged
in the production, preparation, propagation, conpounding, conversion,
or processing of prescription drugs, either directly or indirectly by
extraction fromsubstances of natural origin, or independently by neans
of chemi cal synthesis, or by a conbination of extraction and chem cal
synthesis, or any entity engaged in the packaging, repackaging,
| abel i nq, rel abel i ng, or distribution of prescription drugs.
"Pharmaceutical manufacturer”™ does not include a wholesale drug
distributor, a pharmacist licensed under chapter 18.64 RCW or pharnmacy
operations of any group nodel health naintenance organization
undertaken for the benefit of patients obtaining care through that

system

NEW SECTION. Sec. 3. A new section is added to chapter 41.05 RCW
to read as foll ows:

Any contract between the admnistrator or any other agency
admnistering a state purchased health care program and a pharmacy
benefit managenent conpany mnust include the foll ow ng provisions:

(1) D sclosure of any agreenents between the pharnmacy benefit
managenent conpany and a pharnmaceutical manufacturer, its contractors,
or an affiliate of a pharmaceutical manufacturer related to the use of
that pharmaceutical manufacturer's products. Agreenents to be
di scl osed include but are not limted to:
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(a) Agreenents for the submssion of data to pharmaceutica
manuf acturers or their contractors and any renuneration received from
t he manufacturer for supplying the data;

(b) Rebat e agreenents or contracts wth phar maceuti ca
manuf acturers related to use of that nmanufacturer's products or the use
of anot her manufacturer's products;

(c) Paynments by a drug manufacturer to the pharmacy benefits
managenent conpany for sw tching consunmer purchases to a drug produced
or distributed by that pharmaceutical manufacturer; and

(d) Any ot her paynent to the pharmacy benefit managenent conpany by
a pharmaceutical manufacturer or its contractors; and

(2) An affirmative statenment that the pharmacy benefits managenent
conpany will be capable of admnistering, and agree to abide by the
terms of, any preferred drug |ist devel oped for use by state purchased
health care prograns.

--- END ---
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